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exchange. In order to approach, in some degree, the
complexity of actual trade, let us insert eacli of the
omitted elements, but in reverse order. Eetaiuing
the idea of two countries and two commodities, we
first add the element of cost resulting from impedi-
ments to exchange, whatever be their character. To
the legitimacy of this procedure, as adopted by Mill,
objection has been made by Mr. Sidgwick;1 but by
the manner in which the general problem has been
stated in the preceding chapter, this difficulty has
been removed. Cost of transfer is not a necessary
element in exchanges between individuals, or even
between adjacent groups, and in many cases it is a
very slight one.2

The effect of impediments will, of course, be to
lessen the gain by foreign trade. In our hypothetical
case we saw that 5y was the gain obtained by the
opening of international exchange; but if we assume
that the ratio of exchange is IQx to 17^, and that
the" cost of transfer of each of these amounts is ly,
the gain will be reduced to Sy, and the ratio of
exchange will not, in general, be the same in both
countries, since the cost of transfer, or some of it, will
have to be added to the commodity in the importing
country. It follows that the alteration of value will
produce a readjustment of the terms of international
exchange; but it is impossible to say in what way the
loss, arising from the sum of impediments, will be
divided between the two countries. We have seen

1  Principles, p. 206.

2  It is not at all clear that Mr. Sidgwick's criticism would hold as
against Mill.    Even granting that cost of carriage is a necessary
element, may it not still be legitimate to make provisional abstrac-
tion of it, in order to facilitate reasoning ?